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FEDERAL TrapE Commission v. Beecu-Nut Packing Company 
(42 Sup. Ct. Rep. 150) 


Supreme Court of the United States 
January 3, 1922 


Unrain CompetTition—Feperat Trane Commission Act—‘“Brecu-Nut” 
Propucts—Resate Price Marnrenance System UNniawrut—Ap- 
PEAL— REVERSAL. 

The respondent in making use, in order to carry out its price- 
maintenance policy, of certain methods, such as reporting the names 
of dealers not observing resale prices, listing such names as unde- 
sirable purchasers, who are not to be supplied with respondent’s 
products until they promise to maintain such prices, employing sales- 
men to report such dealers, refusal to sell its products only to such 
jobbers and wholesalers as will sell at such prices, utilizing numbers 
and symbols on containers for the purpose of tracing any breach of 
resale price agreements, was guilty of unfair competition within the 
meaning of Section 5 of the Federal Trade Commission Act; and 
the judgment appealed from is reversed. 


On writ of certiorari to the United States Circuit Court of 
Appeals for the Second Circuit. 
For opinion of the lower court see 10 T. M. Rep. 151. 


James M. Beck, Solicitor-General, of Washington, D. C., for 
petitioner. 
Chas. W. Dunn, of New York City, for respondent. 


Mr. Justice Day delivered the opinion of the court. 

This case is here upon a writ of certiorari to the United States 
Circuit Court of Appeals for the Second Circuit, which court set 
aside an order of the Federal Trade Commission requiring the 
Beech-Nut Packing Company, a corporation engaged in the manu- 
facture and sale of food and other products throughout the United 
States, to cease and desist from carrying out a plan of resale of its 
products.’ (264 Fed., 885.) 

* “Now, therefore, it is ordered, that respondent, the Beech-Nut Pack- 
ing Company, its officers, directors, agents, servants, and employees cease 
and desist from directly or indirectly recommending, requiring, or by any 
means bringing about the resale of Beech-Nut products by distributors, 
whether at wholesale or retail according to any system of prices fixed 


or established by respondent, and more particularly by any or all of the 
following means: 
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“1. Refusing to sell to any such distributors because of their failure 
to adhere to any such system of resale prices. 

“2. Refusing to sell to any such distributors because of their having 
resold respondent’s said products to other distributors who have failed to 
adhere to any such system of resale prices. 

“3. Securing or seeking to secure the cooperation of its distributors 
in maintaining or enforcing any such system of resale prices. 

“4. Carrying out or causing others to carry out a resale price mainte- 
nance policy by any such means.” 


The Commission condemned the plan as an unfair method of 
competition within the meaning of Section 5 of the Federal Trade 
Commission Act. (38 Stat., 719.) 

In the original complaint it was charged that in order to accom- 
plish the illegal purpose intended the Beech-Nut Company required 
its purchasers to agree to maintain or resell such products at stand- 
ard selling prices, and that for the purpose of maintaining such 
standard resale prices and for the purpose of inducing and com- 
pelling its customers to maintain and keep such standard prices the 
company refused to sell its products to customers and dealers who 
would not agree to maintain such specified standard resale prices, 
and who did not resell such products at the specified standard sell- 
ing prices fixed and determined by the company. By stipulation 
before trial the complaint was amended so as to charge: That the 
Beech-Nut Company has adopted and enforced a system of fixing 
and maintaining certain specified standard prices at which its chew- 
ing gum and food products shall be resold by purchasers thereof, 
including jobbers, wholesalers, and retailers, with the purpose and 
effect of securing the trade of such jobbers, wholesalers, and retail- 
ers and of enlisting their active support and cooperation in enlarging 
the sale of respondent’s products, to the prejudice of its competitors 
who do not require and enforce the maintenance of resale prices for 
their products; and with the purpose and effect of eliminating com- 
petition in prices among all jobbers, wholesalers, and retailers, 
respectively, engaged in handling the products manufactured by 
the company, thereby depriving such distributors of their right to 
sell, and preventing them from selling its product at such prices as 
they may deem to be, and as are, adequate and warranted by their 
respective selling costs and efficiency, and with various other effects ; 
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and that the company as a means of making effective its system of 
resale prices and of inducing and compelling its customers and the 
dealer customers of its customers to maintain such resale prices, 
has for more than two years last past: Made it generally known 
to jobbers, wholesalers, and retailers, respectively, that it required 
and insisted that they should sell its products at the resale prices 
so fixed by it, and refused to sell to jobbers, wholesalers, or retailers 
not maintaining such prices; that the company threatened to and 
did refuse to sell to all jobbers, wholesalers, and retailers who failed 
to maintain the resale prices so fixed by it, or who sold to other 
distributors who failed to maintain such prices; induced or com- 
pelled the jobbers, wholesalers, and retailers, by divers other means, 
not only to maintain its resale prices so fixed, but also to discontinue 
selling its products to other jobbers, wholesalers, and retailers who 
did not maintain such resale prices; that the company caused the 
diversion of retailers’ orders away from jobbers and wholesalers 
who did not maintain such resale prices so fixed by it, or who had 
resold its products to other jobbers, wholesalers, or retailers who 
had failed to maintain such resale prices, and caused such orders to 
be given to other jobbers and wholesalers who had maintained such 
resale prices and/or had refused to supply other jobbers, whole- 
salers, and retailers failing to maintain such prices; that the com- 
pany solicited and secured the cooperation of wholesalers, jobbers, 
and retailers in reporting price cutters, all in pursuance of its 
efforts to ascertain the names of all distributors of its products who 
had failed to maintain the resale prices fixed by it, and/or who had 
resold to other jobbers, wholesalers, and retailers failing to main- 
tain such prices; that it entered in card records kept by it the names 
of all dealers reported to it, either in this or other ways, as not 
maintaining its resale prices or as selling to other distributors not 
maintaining such prices, and has taken various measures to prevent 
all such dealers from obtaining further shipments of its products 
from any source until it has received from them declarations, prom- 
ises, assurances, statements, or other similar expressions, to the 
effect that in the future such dealers intend to and will sell such 


products at the resale prices fixed by the company and will refrain 
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from selling the same to other jobbers, wholesalers, and retailers 
failing to maintain such prices; that respondent employed various 
other means and methods for the enforcement of its system of main- 
taining resale prices. 

The case was heard before the Commission upon an agreed 
statement of facts, from which, among other things, it found: 

The Beech-Nut Packing Company customarily markets its 
products principally through jobbers and wholesalers in the grocery, 
drug, candy, and tobacco lines, who in turn resell to retailers in 
these lines. Such wholesale and retail dealers are selected as desir- 
able customers because they are known or believed to be of good 
credit standing; willing to resell at the resale prices suggested by 
the company and who do resell at such prices; are willing to refuse 
to sell and who do refuse to sell to jobbers, wholesalers, and re- 
tailers who do not resell at the resale prices suggested by the com- 
pany, and who do not sell to such jobbers, wholesalers, and re- 
tailers who in other respects are good and satisfactory merchan- 
disers. Such jobbers, wholesalers, and retailers are designated by 
the company as “selected” or “desirable” dealers. In a few in- 
stances the company also sells “direct” to certain large retailers 
who are selected as the jobbers, wholesalers, and retailers. The 
total number of such dealers handling the products of the company 
includes the greater portion of the jobbers, wholesalers, and re- 
tailers, respectively, in the grocery trades, and a large proportion 
of the jobbers, wholesalers, and retailers in the drug, candy, and 
tobacco trades, respectively, throughout the United States. 

The company has adopted and maintained, and still maintained 
at the time complaint was filed by the Commission, in the sale and 
distribution of its products, a policy known as the “Beech-Nut 
Policy,’ and requests the cooperation therein of all dealers selling 
the products manufactured by it, dealing with each customer sepa- 
rately. 

In order to secure such cooperation and to carry out the Beech- 
Nut Policy the company: 


Issues circulars, price lists, and letters to the trade generally 
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showing suggested uniform resale prices, both wholesale and retail, 
to be charged for Beech-Nut products. 

Requests and insists that the selected jobbers, wholesalers, and 
retailers sell only to such other jobbers, wholesalers, and retailers 
as have been and are willing to resell and do resell at the prices so 
suggested by the company; and requests and insists that such job- 
bers, wholesalers, and retailers discontinue selling to other jobbers, 
wholesalers, and retailers who fail to resell at the prices so sug- 
gested by the company. 

Makes it known broadcast to such selected jobbers, wholesalers, 
and retailers, whether sold “direct” or not, that if they, or any of 
them, fail to sell at the resale prices suggested by the company, it 
will absolutely refuse to sell further supplies of its product to them, 
or any of them, and will also absolutely refuse to sell to any job- 
bers, wholesalers, and retailers whatsoever who sell to other job- 
bers, wholesalers, and retailers failing to resell at the prices sug- 
gested by the company. 

The company, in the carrying out of its policy, has refused 
and does refuse to sell its products to practically all such jobbers, 
wholesalers, and retailers as do not sell at the prices so suggested 
by it. It has refused and does refuse to sell to practically all such 
jobbers, wholesalers, and retailers reselling to other jobbers, whole- 
salers and retailers who have failed to resell at the prices so sug- 
gested by it. It has refused and does refuse to sell to practically 
all so-called mail-order houses engaged in interstate commerce on 
the ground that such mail-order houses frequently sell at cut prices, 
and has refused and does refuse to sell to practically all jobbers, 
wholesalers, and retailers who sell its product to such mail-order 
houses. It has refused and does refuse to sell to practically all 
so-called price cutters. It has maintained and does maintain a 
large force of so-called specialty salesmen or representatives who 
call upon the retail trade and solicit orders therefrom to be filled 
through jobbers and wholesalers, which orders are commonly known 
in the trade as “Turnover orders’; its salesmen, under respondent’s 
instructions, have refused and do refuse to accept any such turn- 
over orders to be filled through jobbers and wholesalers who 
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themselves sell or have sold at less than the suggested resale prices, 
or sell or have sold to jobbers, wholesalers, and retailers who sell 
or have sold at less than such suggested resale prices; and in such 
cases has requested such retailers to name other jobbers. 

The company has and does reinstate as distributors of its 
product jobbers, whoesalers, and retailers previously cut off or with- 
drawn from the list of selected jobbers, wholesalers, and retailers 
for failure to resell at the prices suggested by it, and for selling 
to distributors who do not maintin such suggested resale prices, 
upon the basis of declarations, assurances, statements, promises, and 
similar expressions, as the case may be, by such distributors, re- 
spectively, who satisfy the company that such distributors will 
thereafter resell at the prices suggested by it and will refuse to 
sell to distributors who do not maintain such suggested resale 
prices. 

The company has added and does add to its list of new dis- 
tributors, concerns reported by its representatives as declaring that 
they intend to and will resell at the prices suggested by it, and will 
refuse to sell to those who do not maintain such suggested resale 
prices. It has utilized a system of key numbers or symbols stamped 
or marked upon the cases containing the ““Beech-Nut Brand” prod- 
ucts, thus enabling it, for any purpose whatsoever, to ascertain the 
identity of the distributors from whom such products were pur- 
chased; and that repeatedly, when instances of price cutting have 
been reported to it by the selected wholesalers and retailers, or 
ascertained in other ways, its salesmen and representatives have 
been instructed by it to investigate, and that in pursuance of these 
instructions they have by means of these key numbers or symbols 
traced the price cutters from whom the goods have been obtained, 
and have thus ascertained the identity of such price cutters, and 
have also thus traced and ascertained the identity of distributors 
from whom price cutters have purchased “Beech-Nut Brand” prod- 
ucts; and has thereafter refused to supply all such dealers with its 
products, whether such dealers were themselves cutting the sug- 
gested resale prices or were selling to dealers cutting the suggested 
resale prices. 
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The company has and does maintain card records containing 
the names of thousands of jobbing wholesale and retail dis‘ributors, 
including the selected distributors, and in furtherance of its refusal 
to sell goods either to distributors selling at less than the suggested 
resale price, or to distributors selling to other distributors who sell 
at less than the suggested resale prices, has listed upon those cards, 
bearing the names of such distributors, the words “Undesirable— 
Price Cutters,” “Do Not Sell,” or “D. N. S.,” the abbreviation for 
“Do Not Sell,” or expressions of a like character, to indicate that 
the particular distributor was in the future not to be supplied with 
respondent’s goods on account of failure to maintain the suggested 
resale prices, or on account of failure to discontinue selling to 
dealers failing to maintain such suggested resale prices. When 
the company has received declarations, assurances, statements, 
promises, or similar expressions, as the case may be, by distributors 
which satisfy it that such distributors will resell at the prices sug- 
gested by it, and discontinue selling to distributors failing to main- 
tain the resale prices suggested by it, it has issued instructions to 
“Clear the record,’ or directions of similar import, notation of 
which is made on the cards, and it has thereafter permitted ship- 
ments of its products to be made to such distributors; and such 
distributors to whom shipments are thus allowed to go forward 
constitute the company’s list of so-called “selected” jobbers, whole- 
salers, and retailers; and no distributor is thus listed on such card 
record as one to whom goods are allowed to go forward who fails 
to maintain the resale prices suggested by it or sells to distributors 
failing to resell at such suggested price; and when a jobber, whole- 
saler, or retailer is reported as failing to maintain the suggested 
retail prices, and has been entered in the card records as one to 
whom shipments should not go forward, respondent notifies those 
jobbers, wholesalers, and retailers who supply the distributor of 
this fact, and also notifies its specialty salesmen, and gives similar 
notices to such jobbers, wholesalers, and retailers and to its spe- 
cialty salesmen when reinstatements are made in its list of “‘se- 
lected” jobbers, wholesalers, and retailers. 

The Circuit Court of Appeals was of opinion that the only dif- 
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ference between the price-fixing policy condemned as unlawful in 
Miles Medical Company v. Park & Sons Company, 220 U. S. 3738, 
and the price-fixing plan embodied in the Beech-Nut policy was 
that in the former case there was an agreement in writing, while 
in this case the success or failure of the plan depended upon a 
tacit understanding with purchasers and prospective purchasers. 
While it expressed its difficulty in seeing any difference between a 
written agreement and a tacit understanding in their effect upon 
the restraint of trade, it, nevertheless, regarded the case as gov- 
erned by the decision of this court in United States v. Colgate & 
Co., 250 U. S. 300 [9 T. M. Rep. 229] and, accordingly, held that 
the Commission had exceeded its power in making the order ap- 
pealed from. 

The Colgate case was prosecuted under the Sherman Anti- 
Trust Act and came to this court under the criminal appeals act. 
We therein held that this court must accept the construction of the 
indictment as made in the District Court; and that upon such con- 
struction the only act charged amounted to the exercise of the right 
of the trader, or manufacturer, engaged in private business, to 
exercise his own discretion as to those with whom he would deal, 
and to announce the circumstances under which he would refuse to 
sell, and that thus interpreted no act was charged in the indict- 
ment which amounted to a violation of the Sherman Act prohibiting 
monopolies, contracts, combinations, and conspiracies in restraint 
of interstate commerce. 

In the subsequent case of United States v. Schrader’s Son, Inc., 
252 U. S. 85 [10 T. M. Rep. 147], this court had occasion to deal 
with a case under the criminal appeals act, wherein there was a 
charge that a manufacturer sold to manufacturers in several states 
under an agreement to observe certain resale prices fixed by the 
vendor—which we held to be a violation of the Sherman Anti-Trust 
Act. In referring to the Colgate case we said: 


“The court below misapprehended the meaning and effect of the 
opinion and judgment in that cause. We had no intention to overrule 
or modify the doctrine of Dr. Miles Medical Company v. Park & Sons Co. 
(220 U. S.), where the effort was to destroy the dealers’ independent dis- 
cretion through restrictive agreements. Under the interpretation adopted 
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by the trial court and necessarily accepted by us, the indictment failed 
to charge that Colgate & Company made agreements, either express or 
implied, which undertook to obligate vendees to observe specified resale 
prices; and it was treated as alleging only recognition of the manufacturer’s 
undoubted right to specify resale prices and refuse to deal with anyone 
who failed to maintain the same.” 


In the still later case of Frey § Son v. Cudahy Packing Com- 
pany, 41 Sup. Ct. Rep. 451, wherein this court again had occasion 
to consider the subject, it was said of the previous decisions in 
United States v. Colgate and United States v. Schrader’s Son, Inc., 
supra, “Apparently the former case was misapprehended. The 
latter opinion distinctly states that the essential agreement, com- 
bination or conspiracy might be implied from a course of dealing 
or other circumstances.” 

By these decisions it is settled that in prosecutions under the 
Sherman Act a trader is not guilty of violating its terms who simply 
refuses to sell to others, and he may withhold his goods from those 
who will not sell them at the prices which he fixes for their resale. 
He may not, consistently with the act, go beyond the exercise of 
this right, and by contracts or combinations, express or implied, 
unduly hinder or obstruct the free and natural flow of commerce in 
the channels of interstate trade. 

The Sherman Act is not involved here except in so far as it 
shows a declaration of public policy to be considered in determining 
what are unfair methods of competition, which the Federal Trade 
Commission is empowered to condemn and suppress. The case now 
before us was begun under the Federal Trade Commission Act 
which was intended to supplement previous anti-trust legislation. 
(See Report No. 597, of the Senate Committee on Interstate Com- 
merce, June 18, 1914, 68d Cong., 2d sess.) That act declares 
unlawful “unfair methods of competition” and gives the Commission 
authority after hearing to make orders to compel the discontinuance 
of such methods. What shall constitute unfair methods of competi- 
tion denounced by the act is left without specific definition. Con- 
gress deemed it better to leave the subject without precise defini- 
tion, and to have each case determined upon its own facts, owing 
to the multifarious means by which it is sought to effectuate such 
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schemes. ‘The Commission, in the first instance, subject to the 
judicial review provided, has the determination of practices which 
come within the scope of the act. (See Report No. 597, Senate 
Committee on Interstate Commerce, June 13, 1914, 63d Cong., 
2d sess.) 

Of the Federal Trade Commission ‘Act we said, in Federal 
Trade Commission v. Gratz, 253 U.S. 421, 427 [9 T. M. Rep. 409]: 

“The words ‘unfair methods of competition’ are not defined by the 
statute and their exact meaning is in dispute. It is for the courts, not 
the Commission, ultimately to determine as matter of law what they in- 
clude. They are clearly inapplicable to practices never heretofore re- 
garded as opposed to good morals because characterized by deception, 
bad faith, fraud or oppression, or as against public policy because of 
their dangerous tendency unduly to hinder competition or create monopoly. 


The act was certainly not intended to fetter free and fair competition as 
commonly understood and practiced by honorable opponents in trade.” 


If the “Beech-Nut system of merchandising” is against public 
policy because of “its dangerous tendency unduly to hinder compe- 
tition or to create monopoly,” it was within the power of the Com- 
mission to make an order forbidding its continuation. We have 
already seen to what extent the declaration of public policy, con- 
tained in the Sherman Act, permits a trader to go. The facts 
found show that the Beech-Nut system goes far beyond the simple 
refusal to sell goods to persons who will not sell at stated prices, 
which in the Colgate case was held to be within the legal right 
of the producer. 

The system here disclosed necessarily constitutes a scheme 
which restrains the natural flow of commerce and the freedom of 
competition in the channels of interstate trade which it has been the 
purpose of all the anti-trust acts to maintain. In its practical 
operation it necessarily constrains the trader, if he would have the 
products of the Beech-Nut Company, to maintain the prices “sug- 
gested” by it. If he fails to do so, he is subject to be reported to 
the company either by special agents, numerous and active in that 
behalf, or by dealers whose aid is enlisted in maintaining the sys- 
tem and the prices fixed by it. Furthermore, he is enrolled upon 
a list known as “Undesirable—Price Cutters,’ to whom goods are 


not to be sold, and who are only to be reinstated as one whose 





ee ere = 


eae 





FEDERAL TRADE COMMISSION V. BEECH-NUT PACKING CO. 49 


record is “clear” and to whom sales may be made upon his giving 
satisfactory assurance that he will not resell the goods of the 
company except at the prices suggested by it, and will refuse to 
sell to distributors who do not maintain such prices. 

From this course of conduct a court may infer, indeed cannot 
escape the conclusion, that competition among retail distributors 
is practically suppressed, for all who would deal in the company’s 
products are constrained to sell at the suggested prices. Jobbers 
and wholesale dealers who would supply the trade may not get 
the goods of the company, if they sell to those who do not observe 
the prices indicated or who are on the company’s list of undesir- 
ables, until they are restored to favor by satisfactory assurances 
of future compliance with the company’s schedules of resale prices. 
Nor is the inference overcome by the conclusion stated in the Com- 
mission’s findings that the merchandising conduct of the company 
does not constitute a contract or contracts whereby resale prices 
are fixed, maintained, or enforced. The specific facts found show 
suppression of the freedom of competition by methods in which the 
company secures the cooperation of its distributors and customers, 
which are quite as effectual as agreements express or implied in- 
tended to accomplish the same purpose. By these methods the 
company, although selling its products at prices satisfactory to it, 
is enabled to prevent competition in their subsequent disposition 
by preventing all who do not sell at resale prices fixed by it from 
obtaining its goods. 

Under the facts established we have no doubt of the authority 
and power of the Commission to order a discontinuance of prac- 
tices in trading such as are embodied in the system of the Beech- 
Nut Company. 

We are, however, of opinion that the order of the Commission 
is too broad. The order should have required the company to cease 
and desist from carrying into effect its so-called Beech-Nut policy 
by cooperative methods in which the respondent and its distributors, 
customers, and agents undertake to prevent others from obtaining 
the company’s products at less than the prices designated by it— 


(1) by the practice of reporting the names of dealers who do not 
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schemes. The Commission, in the first instance, subject to the 
judicial review provided, has the determination of practices which 
come within the scope of the act. (See Report No. 597, Senate 
Committee on Interstate Commerce, June 13, 1914, 63d Cong., 
2d sess.) 

Of the Federal Trade Commission ‘Act we said, in Federal 
Trade Commission v. Gratz, 253 U.S. 421, 427 [9 T. M. Rep. 409]: 

“The words ‘unfair methods of competition’ are not defined by the 
statute and their exact meaning is in dispute. It is for the courts, not 
the Commission, ultimately to determine as matter of law what they in- 
clude. They are clearly inapplicable to practices never heretofore re- 
garded as opposed to good morals because characterized by deception, 
bad faith, fraud or oppression, or as against public policy because of 
their dangerous tendency unduly to hinder competition or create monopoly. 


The act was certainly not intended to fetter free and fair competition as 
commonly understood and practiced by honorable opponents in trade.” 


If the “Beech-Nut system of merchandising” is against public 
policy because of “its dangerous tendency unduly to hinder compe- 
tition or to create monopoly,” it was within the power of the Com- 
mission to make an order forbidding its continuation. We have 
already seen to what extent the declaration of public policy, con- 
tained in the Sherman Act, permits a trader to go. The facts 
found show that the Beech-Nut system goes far beyond the simple 
refusal to sell goods to persons who will not sell at stated prices, 
which in the Colgate case was held to be within the legal right 
of the producer. 

The system here disclosed necessarily constitutes a scheme 
which restrains the natural flow of commerce and the freedom of 
competition in the channels of interstate trade which it has been the 
purpose of all the anti-trust acts to maintain. In its practical 
operation it necessarily constrains the trader, if he would have the 
products of the Beech-Nut Company, to maintain the prices “‘sug- 
gested” by it. If he fails to do so, he is subject to be reported to 
the company either by special agents, numerous and active in that 
behalf, or by dealers whose aid is enlisted in maintaining the sys- 
tem and the prices fixed by it. Furthermore, he is enrolled upon 
a list known as “Undesirable—Price Cutters,” to whom goods are 
not to be sold, and who are only to be reinstated as one whose 
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record is “clear” and to whom sales may be made upon his giving 
satisfactory assurance that he will not resell the goods of the 
company except at the prices suggested by it, and will refuse to 
sell to distributors who do not maintain such prices. 

From this course of conduct a court may infer, indeed cannot 
escape the conclusion, that competition among retail distributors 
is practically suppressed, for all who would deal in the company’s 
products are constrained to sell at the suggested prices. Jobbers 
and wholesale dealers who would supply the trade may not get 
the goods of the company, if they sell to those who do not observe 
the prices indicated or who are on the company’s list of undesir- 
ables, until they are restored to favor by satisfactory assurances 
of future compliance with the company’s schedules of resale prices. 
Nor is the inference overcome by the conclusion stated in the Com- 
mission’s findings that the merchandising conduct of the company 
does not constitute a contract or contracts whereby resale prices 
are fixed, maintained, or enforced. The specific facts found show 
suppression of the freedom of competition by methods in which the 
company secures the cooperation of its distributors and customers, 
which are quite as effectual as agreements express or implied in- 
tended to accomplish the same purpose. By these methods the 
company, although selling its products at prices satisfactory to it, 
is enabled to prevent competition in their subsequent disposition 
by preventing all who do not sell at resale prices fixed by it from 
obtaining its goods. 

Under the facts established we have no doubt of the authority 
and power of the Commission to order a discontinuance of prac- 
tices in trading such as are embodied in the system of the Beech- 
Nut Company. 

We are, however, of opinion that the order of the Commission 
is too broad. The order should have required the company to cease 
and desist from carrying into effect its so-called Beech-Nut policy 
by cooperative methods in which the respondent and its distributors, 
customers, and agents undertake to prevent others from obtaining 
the company’s products at less than the prices designated by it- 


(1) by the practice of reporting the names of dealers who do not 
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observe such resale prices; (2) by causing dealers to be enrolled 
upon lists of undesirable purchasers who are not to be supplied with 
the products of the company unless and until they have given 
satisfactory assurances of their purpose to maintain such desig- 
nated prices in the future; (3) by employing salesmen or agents 
to assist in such plan by reporting dealers who do not observe 
such resale prices, and giving orders of purchase only to such 
jobbers and wholesalers as sell at the suggested prices and refusing 
to give such orders to dealers who sell at less than such prices, 
or who sell to others who sell at less than such prices; (4) by 
utilizing numbers and symbols marked upon cases containing their 
products with a view to ascertaining the names of dealers who sell 
the company’s products at less than the suggested prices, or who 
sell to others who sell at less than such prices in order to prevent 
such dealers from obtaining the products of the company; or (5) by 
utilizing any other equivalent cooperative means of accomplishing 
the maintenance of prices fixed by the company. 

The judgment of the Circuit Court of Appeals is reversed, and 
the cause remanded to that court with instructions to enter judg- 
ment in conformity with this opinion. 

Mr. Justice Howmes, dissenting. 

There are obvious limits of propriety to the persistent expres- 
sion of opinions that do not command the agreement of the court. 
But as this case presents a somewhat new field—the determination 
of what is unfair competition within the meaning of the Federal 
Trade Commission Act 





I venture a few words to explain my dis- 
sent. I will not recur to fundamental questions. The ground on 
which the respondent is held guilty is that its conduct has a dan- 
gerous tendency unduly to hinder competition or to create monopoly. 
It is enough to say that this I cannot understand. So far as the 
Sherman Act is concerned, I had supposed that its policy was aimed 
against attempts to create a monopoly in the doers of the condemned 
act or to hinder competition with them. Of course there can be 
nothing of that sort here. The respondent already has the monopoly 
of its own goods with the full assent of the law and no one can 
compete with it with regard to those goods, which are the only 
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ones concerned. It seems obvious that the respondent is not creat- 
ing a monopoly in them for anyone else, although I see nothing to 
hinder its doing so by conveying them all to one single vendee. 
The worst that can be said, so far as I see, is that it hinders com- 
petition among those who purchase from it. But it seems to me 
that the very foundation of the policy of the law to keep competi- 
tion open is that the subject matter of the competition would be 
open to all but for the hindrance complained of. I cannot see what 
that policy has to do with a subject matter that comes from a 
single hand that is admitted to be free to shut as closely as it will. 
And to come back to the words of the statute, I cannot see how it is 
unfair competition to say to those to whom the respondent sells 
and to the world, you can have my goods only on the terms that 
I propose, when the existence of any competition in dealing with 
them depends upon the respondent’s will. I see no wrong in so 
doing, and if I did I should not think it a wrong within the possible 
scope of the word unfair. Many unfair devices have been exposed 
in suits under the Sherman Act, but to whom the respondent’s con- 
duct is unfair I do not understand. 

Mr. Justice McKenna and Mr. Justice Branpets concur in 
this opinion. 

Mr. Justice McReyno ps, dissenting. 

With regret, I dissent from the opinion and judgment of the 
court. 

This matter was submitted to the Commission upon an agreed 
statement of facts, the twelfth clause of which—the last but one— 
declares: “12. That the merchandising conduct of respondent here- 
tofore defined and as herein involved does not constitute a contract 
or contracts whereby resale prices are fixed, maintained and en- 
forced.” 

Of course, the Packing Company entered into this stipulation 
relying upon the quoted clause; and I am not at liberty either to 
disregard it or to minimize the plain import of its words. It is not 
a mere conclusion of the Commission but a definite and essential ad- 
mission of record upon which the company rested and without which 
I must conclude a different case might have been presented. 
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There is no question of monopoly. Acting alone, respondent 
certainly had the clear right freely to select its customers—to 
refuse to deal when and as it saw fit—and to announce that future 
sales would be limited to those whose conduct met with its ap- 
proval. United States v. Colgate & Co., 250 U. S. 300; United 
States v. Schrader’s Son, Inc., 252 U.S. 85; Frey & Son v. Cudahy 
Packing Co. (decided April 18, 1921). 

If the solemn stipulation did not expressly negative the exist- 
ence of contracts among the parties to maintain prices, I should 
think the detailed facts sufficient to support a finding that there 
were such agreements. But starting with that plain negation, | 
can find no adequate ground for condemning the respondent. 

The very order which the court below is now directed to enter 
conflicts with the stipulation between the parties by presupposing 
“methods of cooperation between respondent and the distributors 
of its products, especially the cooperative methods by which the 
respondent and the distributors of its products undertake to prevent 
others from obtaining such products at less than the prices fixed 
by respondent, (by) the cooperation of customers in reporting the 
names of dealers who do not observe such resale prices with the view 
to prevent their obtaining the product of the Beech-Nut Company 
thereafter.” How can there be methods of cooperation, cooperative 
methods, an undertaking to prevent others, or the cooperation of 
customers with a view to prevent others, when the existence of the 
essential contracts is definitely excluded? 

Having the undoubted right to sell to whom it will, why should 
respondent be enjoined from writing down the names of dealers 
regarded as undesirable customers? Nor does there appear to be 
any wrong in maintaining special salesmen who turn over orders to 
selected wholesalers and who honestly investigate and report to 
their principal the treatment accorded its products by dealers. 
Finally, as respondent may freely select customers, how can injury 
result from marks on packages which enable it to trace their move- 
ments? The privilege to sell or not to sell at will surely involves 
the right by open and honest means to ascertain what selected 
customers do with goods voluntarily sold to them. 
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Under the circumstances disclosed, constraint upon the freedom 
of merchants can only result from withholding trade relations or 
threatening so to do. These, when acting alone, respondent may 
assume or decline at pleasure, there being neither monopoly nor at- 
tempt to monopolize. And the exercise of this right does not be- 
come an unfair method of competition merely because some dealers 
cannot obtain goods which they desire, and others may be deterred 
from selling at reduced prices. If a manufacturer should limit his 
customers to consumers he would thereby destroy competition among 


dealers, but neither they nor the public could complain. 


ALUMINUM CookiINnG UTeENsiL Co. v. SarGoy Bros. & Co. 
(276 Fed. Rep. 447) 


United States District Court, Eastern District of New York 
June 30, 1921 


‘TrapE-Marks — INFRINGEMENT — “Wear-Ever” — Cooking UvTENsSILS AND 

Wasu-Borterns—Goops or Same Descriptive Properties—PatTent 

Orrice CLASSIFICATION NOT CONCLUSIVE. 

Defendants, by using as a trade-mark for tin wash-boilers the 
word “Everwear” were infringing plaintiff's mark consisting essen- 
tially of the same word used on aluminum cooking utensils, as such 
goods, notwithstanding the Patent Office classification under which 
both marks were registered, are goods of the same descriptive prop- 
erties. 

TrapeE-Marxs—Unrair Comperirion—Sate at A Lower Price or Non- 

CompetiInG, BuT Retaten Goons—INJUNCTION. 

Where plaintiff had first adopted and made popular a line of 
aluminum cooking utensils under the name “Wear-Ever” accompanied by 
certain pictorial features, the defendants were guilty of unfair com- 
petition in advertising and selling at a lower price a tin wash-boiler 
under the same name, especially as the respective goods would be 
sold by the same stores and displayed side by side in such a way that 
purchasers would believe they were of the same origin. 


In equity. Action for trade-mark infringement and unfair 
competition. Decree for plaintiff. 


Kay, Totten & Brown, of Pittsburgh, Pa. (Robert D. Totten, 
of Pittsburgh, Pa., of counsel), for plaintiff. 
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Samuel D. Jones, of New York City (H. P. King, E. T. Fen- 
wick, and C. R. Allen, all of New York City, of counsel), 
for defendants. 


CuatFIELp, District Judge: The plaintiff brings this action 
for infringement of trade-mark and also upon a charge of unfair 
competition. Plaintiff is a corporation organized under the laws 
of Pennsylvania, and having its principal place of business in Pitts- 
burgh in that State. It has for some sixteen or seventeen years 
placed upon the market aluminum dishes or vessels for use in house- 
hold and kitchen work. It evidently has at all times had its atten- 
tion fixed upon the idea of “cooking’”’ utensils, for which the metallic 
material aluminum is particularly advantageous. 

The corporate title of the company is the Aluminum Cooking 
Utensil Company. It has during these years sold extensively and 
advertised very widely at great expense its so-called “Wear-Ever” 
aluminum vessels and utensils. The result has been that the public 
has recognized, as a standard or staple article, aluminum vessels 
of the ““Wear-Ever” grade or brand. 

Such trade reputation is a valuable asset which will be pro- 
tected under the doctrine of unfair competition and also under the 
trade-mark statute, if the particular design, mark, or device has 
been validly filed. 

In 1903, the plaintiff attempted to file the trade-mark “‘wear- 
ever,’ and stated that the class of merchandise upon which it in- 
tended to place its trade-mark was aluminum and aluminum alloys. 
With the same limitation in idea which was present when the name 
of the company was chosen, it was further stated that the trade- 
mark is particularly intended for use upon cooking utensils made 
of aluminum and aluminum alloys, with utter disregard of the ap- 
parent fact that a pan or dish might be used to heat water for 
shaving or washing, and thus not be brought within the class of 
cooking utensils, except in so far as the water might be cooked or 
heated in the same way as if used in the preparation of food. 

The testimony in this case shows that in the Patent Office 
cooking utensils are considered and classified as a different line of 
commercial manufacture from articles for laundry purposes or 
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articles for household work, like cleaning or scrubbing, though a 
pail or dish for the mere containing of hot water, and in which water 
might be heated, would fall in either class. 

The defendants are manufacturers of tin wash-boilers. They 
first put them on the market under such trade-names as “Boilrite”’ 
or “S. B.,’ and then later, appreciating the value of the name 
‘Wear Ever,’ and knowing that the plaintiff did not manufacture 
or sell a wash-boiler, they have added to their lines of merchandise 
a better grade of tin wash-boiler, either with copper bottom or, in 
some instances, made entirely of copper, around which they have 
placed a paper wrapper entirely covering the sides of the boiler 
and stamped in large letters with the words “Wear Ever,” and 
also having upon the side, in colors, the picture of a young woman 
holding before her, by the handles, a wash-boiler. This picture 
resembles in general characteristics the figure of a young woman 
(extensively used by the plaintiff in its advertisement) holding and 
raising in front of her by the handles a utensil, to which she seeks 
to attract attention and to indicate the light and attractive character 
of the article. 

The defendant has cited a number of valid trade-marks such as 
“Wearever” applied to rubber goods, ‘““Everwear’’ for harness, shoe 
leather, etc., ““Wearever” applied to tooth brushes, to establish the 
proposition that the words Wear Ever as a name or sign cannot be 
monopolized by the person who first uses it as a trade-mark upon a 
class of articles entirely dissimilar or not connected with some other 
line of articles upon which the same word is placed as a trade-mark. 

Validity of the trade-mark cannot depend upon classification 
or indexing by the Patent Office alone. The defendants have filed 
a trade-mark consisting of an outline of the Western Hemisphere, 
with a wash-boiler, and the words “Wear Ever’ superimposed 
thereon. This trade-mark was registered as a search of the laundry 
appliances and machines in class No. 24 did not disclose the “Wear 
Ever” trade-mark in the cooking utensil class. 

A valid trade-mark cannot be obtained for goods in the same 
general class, having the same descriptive properties, and similar 
essential characteristics, so that the general public would be mis- 
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led. Johnson Educator Food Co. v. Sylvanus Smith & Co., 175 
O. G. 268, 37 App. D. C. 107 [1 T. M. Rep. 124]. Otherwise 
mere similarity of mark is not sufficient. G. & J. Co. v. G. J. G. 
Motor Car Co., 190 O. G. 550, 39 App. D. C. 508 [8 T. M. Rep. 
248). 

Many such cases have been cited by the plaintiff showing de- 
cisions in the Patent Office and on appeal therefrom, where appli- 
cations for trade-mark have been disallowed on the ground that 
conflict between marks applied to goods of similar classes would 
deceive the public. H. Wolf & Sons v. Lord § Taylor, 202 O. G. 
632, 41 App. D. C. 514 [4 T. M. Rep. 219], where it was sought 
to use the word “Onyx” for underwear after having been regis- 
tered for hosiery; the case of Anglo-American, etc., Light Co. v. 
General Electric Co., 215 O. G. 825, 48 App. D. C. 885 [5 T. M. 
Rep. 830], with reference to use of the word “Mazda”; the Fish- 
beck Soap Co. v. Kleeno Mfg. Co., 216 O. G. 668, 44 App. D. C. 6 
[5 T. M. Rep. 327], where “Kleeno” was sought to be filed for wash- 
ing materials after having already been filed for polishing material; 
in Wilcox & White Co. v. Leiser, 276 Fed. 445 [8 T. M. Rep. 121], 
decided in the Southern District of New York, it was held that the 
word “Angelus” could not be used on a phonograph after having 
been filed to cover a player piano; J’an Zile, et al. v. Norub Mfg. 
Co. (D. C.) 228 Fed. 829 [6 T. M. Rep. 221], where a germicide 
and cleanser was held to be in the same general class with a wash- 
ing powder. 

When the two classes so overlap and border upon each other 
that utensils in the laundry class are used to boil or cook water 
and washing solutions as well as soiled clothes, and on frequent 
occasions to cook vegetables or to heat glass cans for canning, 
etc., it will be seen how close the classes are in this direction. The 
use of cooking utensils for the preparation of starch, heating of 
water, and even boiling of clothes, or for use as a child’s bath-tub, 
show the closeness of demarcation from the other direction. 

The evidence in this case shows that hardware stores sell racks 
for canning fruit and vegetables in wash-boilers, and the public 


generally fail to recognize any such distinction as that occasioned 
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by the Patent Office classification, particularly as the aluminum 
dishes and the wash-boilers would be sold side by side in the same 
store. 

Confusion could have been avoided if the plaintiff had at any 
time considered it necessary or advantageous to depart from its 
use of the word “cooking,” and the lack of necessity for limiting 
their trade-mark is shown by the fact that the certificate of incor- 
poration of the plaintiff company included the making and selling 
of aluminum articles for “household use’ as well as articles for 
cooking. 

The plaintiff manufactures cuspidors out of aluminum, and 
undoubtedly would have already put upon the market aluminum 
wash-boilers, except that their size has made the cost prohibitive. 

This brings us to the question of unfair competition. It is not 
necessary to show, in a case where the court has jurisdiction to 
take up the question of unfair competition, that the trade-mark is 
specifically infringed. If a defendant is brought into court under 
the charge of trade-mark infringement, and the case proves to be 
entirely one of unfair competition, the court may have no juris- 
diction over the cause of action unless diversity of citizenship be 
shown. In the present case we have both grounds of jurisdiction, 
and the plaintiff certainly makes out a case of unfair competition 
when it shows that the defendants are placing upon the market an 
article of tin, in general resembling aluminum, sold in stores dealing 
in household supplies, in such a way that the “Wear-Ever’ cooking 
utensils and the “Wear Ever’ wash-boiler would be substantially 
side by side in its exposure for public inspection and convenience, 
where the paper wrapper is obviously copied from the plaintiff's 
advertising matter, where a large portion of the tin surface is 
covered up so that the uneducated or not-understanding person 
might fail to note the difference between the metal aluminum and 
the metal tin, and where the purpose of putting this article on the 
market in that form is shown by the significant opportunity pre- 
sented by the plaintiff's failure to have wash-boilers as one article 
in their line of utensils. The defendants seek to excuse their 


act by showing that their wash-boilers are “good” tin wash-boilers 
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and that a purchaser is not cheated. They also show that the plain- 
tiff does not sell wash-boilers and, therefore, there is no competition 
in the wash-boilers themselves. But there is no question that the 
defendants are endeavoring to take advantage of, and thus obtain 
unjust gain from the demand “created” in a closely associated and 
substantially kindred branch of the trade, by giving the impression 
that their article, at a very cheap price, is one of the more expensive 
utensils which the public has grown to know as “Wear-Ever” 
aluminum articles. If the defendants could sell a tin wash-boiler 
of such construction that it could be in no way used for cooking 
purposes, they could legally use their trade-mark, but still be held 
liable. 

In Van Zile v. Norub Mfg. Co., supra, it was held that the 
term “unfair competition” covered the sale of an imitation article 
at cut rate prices, where the articles so resembled each other, and 
were to be used for the same purpose, that customers buying at 
retail would fail to notice that they were obtaining the defendant’s 
product, and where the defendant would thereby be able to obtain 
unjust enrichment by what was in effect unfair competition. 

In Aunt Jemima Mills Co. v. Rigney, 247 Fed. 407, 159 C. C. 
A. 461, L. R. A. 1918C, 1039 [8 T. M. Rep. 168], it was held that 
the words “Aunt Jemima,’ when used with respect to pancake 
flour, or associated in the mind of the public with a particular 
product, could not be taken by another manufacturer as a brand 
for maple syrup, because of the certainty that the public would 
consider the name in its association with the well-known article, 
and thus even though no injury was inflicted by competition, and 
even though the sale of the pancake flour might be enhanced by 
the preparation and sale of a syrup, the court held that the de- 
fendants could not take undue advantage and unjustly enrich them- 
selves at the expense of the plaintiff. 

The record makes it plain that the defendants are competing 
unfairly with the plaintiff by trading upon the public’s belief in 
the ““Wear Ever” name and the demand created for ‘“Wear-Ever” 
articles by the plaintiff’s advertising. They are also using a trade- 
mark which cannot legally exist for use on articles so closely re- 
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lated as the defendants’ wash-boilers are to the plaintiff's line 
of goods. The plaintiff has used this trade-mark for a sufficient 
period so that the public has apparently come to recognize it as 
a label, independent of registration, and in the use made thereof 
it is not a mere descriptive term. 


For all these reasons the plaintiff is entitled to a decree. 


Ramopa Company v. A. Gastun & Company, INc. 
United States District Court for the Southern District of New York 
January 27, 1922 


Trape-MarKks—INFRINGEMENT—“Ramopa” and “Maropa” ror Corron 

Goops Sorp Asroap—INJUNCTION. 

The use by defendant on cotton goods exported to Turkey of the 
word “Maropa” is an infringement of plaintiff's trade-mark, consisting 
of the word “Ramopa,” inasmuch as the two marks, although circu- 
lating among a public ignorant of English, would be impressed on 
the mind and result in confusion as to the goods. 

‘TrapE-Marks—INFRINGEMENT—TERM OF ACCOUNTING. 

Where defendant’s wrongful use of the infringing mark was 
shown to have caused loss to plaintiff’s business during a period of 
two years and four months before notice, the accounting should go 
back to the beginning of that period. 


In equity. Suit for infringement of a trade-mark. Judgment 
for plaintiff. 


Munn, Anderson & Munn, John K. Brachvogel and Orson D. 
Munn, all of New York City, for plaintiff. 

Barry, Wainwright, Thatcher § Symmers, and A. C. Charles, 
all of New York City, for defendant. 


LeaRNED Hanp, D. J.: The first question in the case is 
whether there should be a decree of injunction. On that, I am 
of the same opinion as I was when the case was up for preliminary 
injunction. All the witnesses agree that these goods in the Levant 
are sold more by the name than by the “chop.” When I say all the 
witnesses, I should not forget the defendant Gastuniotis. He 
differs in that respect, but he is the only one. I find the fact to 
be that it is by the name that the goods are sold, by which I mean 
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sold either to the consumer or to the small retailer. These are, 
of course, unfamiliar with the English language, and probably 
relatively unfamiliar with the Latin script, and to them the rest 
of the words on the head end are entirely meaningless. But the 
word ‘“‘Ramopa,” although it is written in a language foreign to 
them, and even in a character foreign to Turks, they can fix in 
their minds. To argue that the difference arising from the trans- 
position of the letters ““R” and “M” is a sufficient distinction seems 
to me beyond any fair entertainment whatever. I have no doubt 
that confusion would be likely to arise, and if so, the defendants 
must be prevented from imposing the risk of it upon the plaintiff. 

The question next comes up of the accounting. Of course, 
the accounting must go from the time of the notice on May 38, 
1921, but that may well result in nothing. Perhaps the defendants 
shipped no more goods under that trade-mark after May 3, 1921. 
The real importance of the case to both sides arises on the ques- 
tion whether the accounting shall go back further. There is no 
direct evidence of notice prior to May 3 of last year. Apparently 
the infringing word was devised and began to be used at the very 
end of 1918, so the defendants were using it about two years and 
four months before they got notice, and the issue is whether the 
circumstantial evidence is cogent enough to overbear the denial of 
Gastuniotis that he had any knowledge. 

Just what was the situation in respect of this name? The 
plaintiff had a business of substantial amount in Constantinople 
and the Piraeus in the year 1917. They sold a little short of a 
million yards of coarse cottons under their trade-mark. That was 
a good business. In the year 1918 it fell to about half what it 
had been in 1917, but still, it might well be supposed to have pos- 
sibilities, and in fact, subsequently realized possibilities beyond 
what I suppose were even their expectations. They marketed their 
goods, as apparently everyone must in the Levant, by employing 
importing agents who got orders, which come direct to New York, 
where they are filled. The agents were themselves Greeks and 
they circulated among the importers, drumming up business. The 
defendants are also exporters and importers, who have offices or 
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agencies in the Piraeus. Their business is done in the same way; 
they circulate among buyers, drumming up business. It seems to 
me stretching credulity rather beyond its breaking point to suppose 
that when they went into the business of selling coarse cottons 
and when they in the nature of things probably got some of that 
business through the same people who bought from the plaintiff, 
they should not have become acquainted with the brands and the 
names under which the plaintiff was selling. We start, therefore, 
with the great likelihood that they did. We find them adopting a 
name which, if they had intended to use the plaintiff's trade-name, is 
just enough removed from it to make a colorable argument on 
which they might stand, a name which itself means nothing and 
must have been invented as an arbitrary trade-mark. This name 
has just the same letters as the plaintiff’s trade-mark, arranged in 
precisely the same order, except that there is a transposition of 
two of them, the “R” and the “M.” Let us remember that this 
was done by people who were competing with the plaintiff and 
who were in a position where the probabilities are nearly inevitable, 
that they should have had knowledge of the plaintiff's name. 

I come, then, to the explanation of how the word was de- 
vised. I am assured that it was devised because it was made up 
of a Spanish word and a French word. The Spanish word was 
thought up by this gentleman when he was in Cuba. Salonica, as 
everyone knows, is settled very largely by Spanish Jews; they 
form the merchant class there and Spanish Jews would know 
Spanish, and in Spanish the word for tunic or dress is “ropa.”’ 
Then it would be desirable, as French is well known in the Levant, 
that there should be a combination of languages and the posses- 
sive pronoun might be added to “ropa.”” I may even assume “‘ropa’”’ 
is feminine in Spanish, though I do not know whether Spanish has 
a gender. At any rate, we may combine “ma,” the feminine of 
the possessive pronoun “mon,” which is “my” in French, to “ropa,” 
the name in Spanish, and so we get a word which is to a certain ex- 
tent descriptive. This is the explanation offered to meet a situation 
where every antecedent probability points to the fact that the 


plaintiff's trade-mark must have been known and that the word 
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actually devised was one apt to produce precisely the effect which 
arose apparently from its use. I say “arose apparently” because 
by May of last year the competition had already been felt and 
has affected disastrously the plaintiff's business. 

This is not a case in which I need make any characterization 
of the nature of the explanation. I need only say that the combina- 
tion of these circumstances leads me to one conclusion only, unless 
I close my eyes and assume a credulity which no sensible man 
can in the face of those circumstances. I cannot accept the story 
of the supposed innocence of the defendants and, therefore, I hold 
that the accounting shall go back to the beginning and that any 
merchandising under the name “Maropa’”’ shall be taken as a tort 
against the plaintiff, which falls within the ordinary rules governing 
these cases. I do not mean to indicate any opinion as to whether 
the plaintiff will be able to prove any damages, or even how far 
the use of the word alone will entitle them to all the profits, if any. 
That is a matter which I prefer to leave to the master, after the 
proof is in. 

Decree for an accounting before William Parkin, Esq., from 
January 1, 1919, with costs. 


Levi Strauss & Company v. Cooper, Coate & Casty Dry Goops 


CoMPANY, ET AL. 
Superior Court of the State of California 
December 16, 1921 


Unrair CoMPETITION—IMITATION OF NAME AND APPEARANCE OF Goops— 
“Over-Em-Ati” ano “Koveraris” oN CuHripren’s GARMENTS— 
INJUNCTION. 

Where the plaintiff was first to adopt and use the word “Kover- 
alls” as a trade-mark for a child’s one-piece outer garment, defendants 
in using the name “Over--Em-All” for a similar garment, and in 
attaching thereto a form of “piping,” a celluloid button and other 
non-essential features in exact simulation of those employed by plain- 
tiff, were guilty of unfair competition, and will be restrained from 
the further use of the name “Over--Em-All” and the other infringing 
features. 





LEVI STRAUSS & CO. 


In equity. 


Vv. 
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Suit for unfair competition. Decree for plaintiff. 


Henry Ach and John H. Miller, both of San Francisco, Calif., 


for plaintiff. 


Morrison, Dunn & Brobeck, and O. K. Murray, all of San 
Francisco, Calif., and Donald Barker, of Los Angeles, 
Calif., for defendants. 


J. 


J. Van 


obtain an injunction against defendants, restraining them from the 


complaint. 


OPINION 


Nostranpb, J.: Plaintiff in this action seeks to 


use of the word ‘“Koveralls,” or any word similar thereto; or the 
word “Over-’Em-All” in connection with the manufacture and sale 
of one-piece children’s outer garments in imitation of the one-piece 
child’s outer garments manufactured by plaintiff, and to which, as 
alleged by plaintiff, it has given the name of “‘Koveralls”’; from sell- 
ing as ““Koveralls” any one-piece child’s outer garment not manufac- 
tured by plaintiff, but manufactured and sold in imitation of plain- 
tiff’s one-piece child’s outer garment, to which, it is alleged, plain- 
tiff has given the name “‘Koveralls’’; and generally to restrain de- 
fendants from selling, or offering for sale, any garment in imitation 
of plaintiff's garment, or from participating in any scheme, or 
device, which is liable or likely to deceive purchasers from buying 
garments not manufactured by plaintiff, but manufactured in sim- 
ulation of plaintiff's article. Plaintiff also seeks an accounting 


herein, and in addition hereto asks damages as alleged in said 


Heretofore, a restraining order was issued by the presiding 


judge of this court, and an order to show cause issued to the de- 
fendants requiring them to show cause why a temporary injunction 


should not be granted as prayed for in the complaint. 


Thereafter said order to show cause was heard upon the com- 


plaint, affidavits and exhibits filed by plaintiff at the commencement 
of said action, counter-affidavits and exhibits filed by defendants, 
Cooper, Coate & Casey Dry Goods Company, and additional affida- 
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vits and exhibits of plaintiff, and all of the papers and pleadings 
in said action, the defendant, Solomon Schwartz, having filed an 
answer denying only malice, or intent. After argument said matter 
was submitted on briefs thereafter to be filed, which briefs, 
voluminous, extensive and able, have had the long and careful study 
and attention of the court. 

After a full examination I find that the plaintiff has been 
engaged in the manufacture of various garments, and for many 
years prior to the filing of the complaint herein was also engaged 
in the manufacture of a one-piece outer garment for children, of 
original design and ornamentation, to which garment the plaintiff 
gave the trade-name of ‘“‘Koveralls’’; that plaintiff was the first to 
apply said word “Koveralls’” to garments of this character; that 
this name was placed upon labels attached to each of said children’s 
garments so manufactured by plaintiff; and that in the manufac- 
ture, advertisement and sale of said garment, said plaintiff has ex- 
pended large sums of money. It is also claimed in plaintiff's 
affidavits, and demonstrated by the exhibits filed herein that among 
the distinctive marks and ornamentation was the trimming known 
as “piping,” which the plaintiff from and after about the first day 
of February, 1914, attached to the outside of each garment at a 
place where the sleeves are sewed to the body of the garments. 
It is also claimed in plaintiff's affidavits, and demonstrated by said 
exhibits, that thereafter a celluloid button, bearing upon its face 
‘“Koveralls,’’ was attached by the plaintiff to its said garments on 
the pocket thereof; and that the name “Koveralls” was placed upon 
labels attached to said children’s garments so manufactured by 
plaintiff. It is further alleged in plaintiff's complaint and affidavits, 
and not denied, that at all times mentioned in said complaint that 
defendants, Cooper, Coate & Casey Dry Goods Company, was, 
and still is, a corporation, duly organized and doing business under 
and by virtue of the laws of the State of California, and having 
a place of business in the City and County of San Francisco; and 


that said defendant has been, and still is, conducting business in 


the City and County of San Francisco, and generally throughout 
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the State of California; and that defendant Schwartz is a retailer 
of children’s garments in San Francisco. 

The evidence further discloses that for many years prior to 
the filing of the complaint herein plaintiff had established a great 
demand for said children’s garments, known generally among the 
trade, retailers, and the public as “Koveralls,”’ which garment was 
distinguished by its distinctive design and ornamentation, including 
the “piping” and celluloid button before mentioned. 

Irrespective of any claimed right to the word “Koveralls’ as 
a trade-mark, it is contended further that defendant in fraud of the 
rights of plaintiff, and for the purpose of deceiving and defrauding 
plaintiff, the trade, retailers, jobbers, and public has simulated and 
imitated in almost exact design the said garment of plaintiff, and 
has manufactured and sold said garment, and threatened to con- 
tinue the same under the name of “Over-’Em-All.” 

The evidence to my mind shows a course of conduct on the 
part of the defendant, Cooper, Coate & Casey Dry Goods Com- 
pany, that impels me to the conclusion that it deliberately and 
wilfully manufactured a child's one-piece garment in practically 
an exact simulation of the garment manufactured by plaintiff under 
the name of ‘‘Koveralls,”’ after the plaintiff had acquired its reputa- 
tion, and after the garment had become known to the trade, re- 
tailers and consumers under the name of “Koveralls.” 

The evidence shows the simulation of plaintiff's garment not 
only in the essentials, but also in its non-essentials. Originally, 
plaintiff's garment was made without “piping,” but later this 
feature, non-essential in its nature, was added, and was copied 
almost exactly by defendant in the manufacture of its garment 
complained of. 

Subsequently, plaintiff adopted as another non-essential fea- 
ture a celluloid button which was attached to a pocket on the left 
breast by a metal pin, which was almost immediately imitated in 
size, design and location by the defendant in its garment. 

The label attached to the back of the neck on plaintiff’s gar- 
ment was also imitated by defendant save that where the name 
‘“Koveralls” appeared, defendant used the name ‘“Over-’Em-All.”’ 
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Another label or ticket was used by defendant on the waist line 
of its garment in simulation of a like ticket so placed on plaintiff's 
garment, save again the name “Over-’Em-All’” was used in lieu 
of the name “Koveralls.” 

It is found by the evidence that, at the express direction of 
one of the officers of defendant corporation, the foreman of said 
corporation purchased a garment manufactured by plaintiff, caused 
it to be taken apart and a garment made in exact duplication, with 
the intent to exactly imitate the garment of plaintiff sold to the 
trade under the name of “Koveralls.” 

Various actions according to plaintiff's affidavits, and not de- 
nied by defendant corporation, were commenced against different 
firms and corporations, some in the County of Los Angeles, in 
which final decrees were granted, restraining the defendants in said 
actions from selling as “Koveralls’” any children’s suits manufac- 
tured in simulation of plaintiff's garment; and subsequent thereto 
defendant Cooper, Coate & Casey Dry Goods Company was notified 
that injunctions had been granted by the Superior Court of the 
County of Los Angeles against various merchants, restraining said 
merchants from selling as “Koveralls’” any garment, save those 
manufactured by the plaintiff. 

Counsel for the defendant cited many cases to the point that 
an injunction will not lie, and the restraining order must be dis- 
solved unless “defendant expected to practice a fraud, or contribute 
to the practice of it.” 

It is apparent to the court from the affidavits and a careful 
examination of the exhibits in the case, that it was the deliberate 
intention and design of the defendant corporation, in fraud of the 
rights of plaintiff, to manufacture and sell its garments under the 
name of “Over-’Em-All,” manufactured almost in replica of plain- 
tiff’s garments for the purpose of injuring plaintiff in its good-will 
of said article, and to deceive and defraud the wholesalers, jobbers 
and public generally; and for the purpose of assisting retailers in 
selling garments of defendant’s manufacture when purchasers called 
for “Koveralls” manufactured by plaintiff. 

It is also apparent to the court from the affidavits filed herein 
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that by reason of the simulation of plaintiff's garment, as herein 
referred to by defendant, purchasers intending to buy said gar- 
ment were actually deceived by said simulation into purchasing the 
garment manufactured by Cooper, Coate & Casey Dry Goods Com- 
pany. It is further apparent from these affidavits that it has been, 
and still is, a common custom for those purchasing said garments 
from retailers to call for them under the name of “Koveralls,”’ and 
by reason of said simulation, as hereinbefore stated, and upon the 
appearance of said garment, and its identifying marks, said pur- 
chasers were induced to buy the garment of Cooper, Coate & Casey 
Dry Goods Company instead of the garment of plaintiff. 

The attention of the court has been called but recently by 
learned counsel for defendant to the opinion in Levi Strauss & 
Company v. Cooper, Coate §& Casey Dry Goods Company, U. S. 
Patent Office opposition No. 3118. It is significant to note that 
in that very opinion the following language is used: 

“Applicant took no testimony but opposer’s record, discloses use by 
it of a mark consisting of the word ‘Koveralls, etc. The evidence also 
indicates that opposer originated a certain attractive form of romper, 
or play suit, for children, and that the article made by applicant is sub- 
stantially identical in all respects with that made by opposer. The goods 
of the two parties are so nearly alike that the trained investigator of 
opposer found it difficult to detect the difference between the two gar- 
ments as worn by children. It seems clear when ‘Koveralls’ were asked 
for in various stores applicant’s goods were furnished, although much 
of the testimony to this effect was secondary and hearsay. 

“T am convinced from an examination of the record that the thing 
which caused the sale of applicant’s goods in place of opposer’s ‘Kover- 
alls’ was not the similarity of marks, but similarity in appearance of goods. 
**** The very strength of the case on similarity of goods weakens the 
case on the similarity of marks.” 

It is, therefore, ordered that an injunction be granted in this 
case against defendants, their agents, servants, and employees, and 
each, and all of them; and it is further ordered that the defendants, 
and each, and all of them, are hereby restrained and enjoined 
pendente lite from the use of the word “Koveralls,”’ or the word 
“Over-’Em-All,’ or any word similar to the word ‘“Koveralls” 
or the word “Over-’Em-All” upon any child’s one-piece outer gar- 
ment made in simulation of plaintiff's garment herein referred to. 

The defendants, and each, and all of them, their agents, serv- 
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ants, and employees, are further enjoined pendente lite from selling, 
supplying, or offering for sale, or otherwise disposing of any one- 
piece child’s outer garment made in imitation of the garment of 
plaintiff, or having the same arrangement of details and appearance 
of the one-piece child’s outer garment of plaintiff sold under the 
name of ‘“‘Koveralls.” 

That the defendants, and each, and all of them, their agents, 
servants and employees, be, and they are hereby enjoined and 
restrained from selling any one-piece child’s outer garment of any 
design, or trimming, or ornamentation, or mark, either alone or in 
combination, in imitation of plaintiff's one-piece child’s garment 
known as “‘Koveralls.”’ 

That the defendants, and each, and all of them, their agents, 
servants and employees, be, and they are hereby enjoined and re- 
strained from selling, or otherwise disposing of, any one-piece 
child’s outer garment of blue denim trimmed with red of the same, 
or similar design, as plaintiff's garment. 

That the defendants, and each, and all of them, their agents, 
servants and employees, be, and they are hereby enjoined and re- 
strained from selling any one-piece outer garment for children with 
the same, or similar trimming and ornamentation as that employed 
by plaintiff in its one-piece outer garment for children or with the 
same, or similar trimming and ornamentation as that employed by 
the plaintiff in its one-piece outer garment known as “Koveralls.”’ 

That the defendants, their agents, servants and employees, 
and each, and all of them, be, and they are hereby enjoined and 
restrained from selling any garment in imitation of the one-piece 
child’s garment manufactured by the plaintiff, and known as 
“Koveralls.” 

That the defendants, their agents, servants and employees. 
and each, and all of them, be, and they are hereby enjoined and 
restrained from selling, or offering for sale, any garment manu- 
factured in imitation of plaintiff's one-piece child’s outer garment ; 


or from participating in any scheme, or device, which is calculated, 


or liable, to deceive purchasers in purchasing for, and as, ‘“‘Kover- 
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alls” any one-piece child’s outer garment not manufactured by 
the plaintiff. 

And that the defendants, their agents, servants and employees. 
and each, and all of them, be, and they are hereby enjoined and 
restrained from selling any one-piece child’s outer garment manu- 
factured by Cooper, Coate & Casey Dry Goods Company in imita- 
tion, or simulation, of plaintiff's one-piece child’s outer garment 
known as “‘Koveralls.” 

And it is hereby further ordered that the clerk of this court 
do issue a writ of injunction in accordance herewith, upon plaintiff 
filing a bond in the sum of ten thousand dollars ($10,000) to be 
approved by the court. 

It is also hereby ordered that the demurrer to the complaint 
herein be, and the same is, hereby overruled; the motion to strike 
out denied; and the defendant, Cooper, Coate & Casey Dry Goods 
Company, allowed twenty days’ time within which to answer plain- 
tiff’s complaint herein. 





McItHEeNNyY Company v. B. F. Trappry 
The Court of Appeals of the District of Columbia 
January 3, 1922 


Trape-Marxs—Opposirion—“Tasasco”—GE0GRAPHICAL TERM—INCAPABLE OF 

ExciusiIv—E APPROPRIATION. 

In an opposition to the registration of a trade-mark for pepper 
sauce, wherein the labels filed showed the word “Tabasco,” opposer 
cannot base his case on a superior right to the word “Tabasco,” as 
it is a geographical term. 

Same—Ricut to Oprose—Bearinc on Suir Pennine Between THE Par- 

TIES—INSUFFICIENT Grounps—DIsMIssAL. 

Although the statute gives any one the right to oppose the regis- 
tration of a trade-mark who believes he would be damaged thereby, 
the advantages alleged to be gained by the applicant through regis- 
tration in a suit pending between the parties is too slight to justify 
an opposition. 


F. M. Phelps and Nelson J. Jewett, of Washington, D. C., 
and E. S. Rogers, of Chicago, Ill., for appellant. 
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Wm. L. Symons, of Washington, D. C., for appellee. 


Trappey applied to the Patent Office to register a trade-mark 
for tabasco sauce, peppers in vinegar, extract of pepper, and 
ground pepper, in which occurs the word “Tabasco.” He alleged 
that he had used the mark in the specific form shown in a drawing 
since January, 1912, and that he presents with his application 
a drawing and five specimens of the mark. There are in the record 
only a diagram consisting of a large shield within which is a smaller 
one bearing the word ‘Shield,’ and two specimens on each of which 
are several words. In only one appears the word “Tabasco.” (Here 
follows a facsimile of the label, which is omitted as being unneces- 
sary to an understanding of the case.) 

MclIlhenny Company, claiming the right to the exclusive use 
of the word “Tabasco” as a trade-mark for pepper sauce, opposed 
the registration of the mark unless the word “Tabasco” was elim- 
inated from it. The company alleges that it believes that the use 
of the words “Tabasco Sauce” by Trappey is done in an effort 
“to commit the Patent Office to an apparent acceptance of the 
words****as a generic name for its possible effect in the suit now 
pending” wherein the company is contending with Trappey for 
the exclusive right to use the word “Tabasco” as a trade-mark. 
If this be not an allegation that the company will suffer damage in 
the event the opposition is not sustained—there is none. 

We decided in McIlhenny’s Sons v. New Iberia E. of T. P. Co., 
34 App. D. C. 480, that the word “Tabasco” was a geographical 
term and, therefore, could not be exclusively appropriated by 
MclIlhenny’s Sons in vending pepper sauce. The company claims 
through the defeated party in that proceeding. We adhere to the 
decision there rendered. 

However, this holding does not prohibit the company from 
objecting to the registration of the word “Tabasco” for the benefit 
of another party, because the statute (33 Stat. 726, Sec. 6) says: 


“Any person who believes he would be damaged by the registration 


of a mark may oppose the same.” It is not necessary that the 


opposer should show a superior right to the mark. All that is 
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required of him is a showing that he would probably be damaged 
if registration was granted. Atlas Underwear Company v. B.V. D. 
Co., 48 App. D. C. 425 [9 T. M. Rep. 222]. If the company did 
not show this its opposition was properly dismissed. Howard Com- 
pany v. Baldwin Company, 48 App. D. C. 437 [9 T. M. Rep. 116]. 
As we have said above, the company’s only allegation with respect 
to damages is that the company believes that the application of 
Trappey is an effort to produce a condition which possibly may 
affect a suit’ in which the company and Trappey are adversaries. 
The company does not allege that any damage would result to it, 
or even that it believes that damage would result; nor does it state 
any facts from which damages might be inferred. We think the 
opposition is fatally defective in this respect. 
The decision of the Commissioner of Patents is affirmed. 


ConstTANTINE J. Smytu, Chief Justice. 


In Re, THE APPLICATION OF INDERRIEDEN CANNING Co. 
Court of Appeals of the District of Columbia 


January 3, 1922 


TrapeE-Marks—‘Peter Pan” ror Cannep Peas, CanNep CorN, AND FOR 

Cannep PrneapepLe—Goops or Same Descriptive Propertires—Ap- 

PEAL. 

Although no one wishing to buy canned pineapple would be misled 
into accepting canned corn or canned peas in substitute therefor, yet 
if both bore the same trade-mark purchasers would assume that they 
were put out by the same concern and confusion would result. The 
goods possess the same descriptive properties and the appeal is 
denied. 


Appeal from a decision of the Commissioner of Patents. Af- 
firmed. 


A. E. Wallace, of Chicago, Iil., for appellant. 
T. A. Hostetler, of Washington, D. C., for Commissioner of 
Patents. 


* (Note.—For opinion in this suit see 11 T. M. Rep. 397.—Ed.) 


72 TWELVE TRADE-MARK REPORTER 


The application of Inderrieden Canning Co. for registration 
of the words “Peter-Pan,” together with a representation of that 
character as a trade-mark for canned peas and canned corn, was 
rejected in view of the prior registration for Davis & Company 
of the same mark for canned pineapple, and the canning company 
appeals. The ground of the rejection was that the goods to which 
these marks are applied are of the same descriptive properties. 

It is not easy to define with exactness the phrase “same de- 
scriptive properties” as used in the statute (33 Stat. 725). If 
we consider pineapple, corn, and peas in their original state, we 
cannot say with correctness that the qualities by which they may 
be described are the same. We are not, however, dealing with them 
in that state, but as canned articles. As such, they have been 
passed through a process which gives them certain properties in 
common. After this has been done it is usual and proper to refer 
to them by the same descriptive term, namely, canned goods. Where 
a trade-mark is applied to them they are known to the public as 
canned goods of the variety indicated by the mark. For years it 
has been the practice in the Patent Office to treat canned fruits 


and canned vegetables as goods of the same descriptive qualities. 
And it has been ruled by this court that coffee has the same de- 


scriptive qualities as tea, cocoa as coffee, pancake flour as corn 
meal. Macy § Co. v. New York Grocery Co., 50 App. D. C. 105, 
267 Fed. 749 [10 T. M. Rep. 290]; Baker & Co., Ltd. v. Harrison, 
32 App. D. C. 272; Williams v. Kern & Sons, 47 App. D. C. 441. 

Of course, as counsel for the Commissioner says, it is not con- 
ceivable that the mark would lead anyone to make the mistake of 
purchasing canned pineapple when he intended to purchase canned 
corn or canned peas, but if he liked pineapple of the “Peter-Pan”’ 
brand and desired to purchase canned peas or canned corn, he 
would be likely to select the peas or corn offered in containers 
bearing the “Peter-Pan’” mark, because he would assume that it 
was put out by the concern which canned the pineapple. Un- 
doubtedly, if he made a careful examination of all that appeared 
on the containers he might not be confused, but a purchaser is not 
required to do this. Patton Paint Company v. Orr Zinc White, Ltd., 
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+8 App. D. C. 221 [9 T. M. Rep. 74|. He may rely on his first 
impression, and if he does so the confusion which the statute is 
designed to guard against would be likely to result. 

The goods of the owner of the registered trade-mark are put 
up in Hawaii, while those of the applicant are canned in Chicago. 
But this is immaterial. It has no tendency to establish in a com- 
mercial age like the present, which has practically annihilated 
distance, that the goods of both would not come into the same market 
and be handled by the same jobber or retail grocer. It might be 
of importance in an infringement suit (United Drug Company v. 
Rectanus Company, 248 U. S. 90 [9 T. M. Rep. 1]), but not in a 
proceeding of this character. 

We think the goods possess the same descriptive properties, 
and that the mark if registered would be likely to cause confusion 
in the minds of prospective purchasers. We, therefore, affirm the 
decision of the Commissioner. 

Note——Mr. Justice Hitz, of the Supreme Court of the District of 


Columbia, sat in the place of Mr. Justice Van Orsdel in the hearing and 
determination of this appeal. 


Ex parte Conner & Co. 
(293 O. G. 878) 


December 15, 1921 


Trape-Marxs—Opposition—Dovsr Resotveo AGainsr Later APPLICANT. 

In an opposition proceeding, it is well established that doubt as 

to likelihood of interference should be waived against the later ap- 
plicant. 

‘Trape-Marxs—Conriict—“Metomar” ror Taste Sirups, anp “MELO” For 
Raisin Sirup anp Cane-SuGar Goops or tHe Same Descriptive 
PROPERTIES. 

The word “Melomar” as a trade-mark for table sirup is so similar 
to the word “Melo,” registered as a trade-mark for raisin sirup and 
cane sugar, as to cause confusion, inasmuch as the goods are of the 
same descriptive properties. 


On appeal. 


Mr. Arthur E. Wallace, of Chicago, Ill., for the applicant. 
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FenniNG, Assistant Commissioner: This is an appeal from the 


action of the Trade-Mark Examiner refusing to register applicant’s 


trade-mark “Melomar,” for table sirups. The Examiner relies on 
the prior registered mark, 93,259, for a compound of raisin sirup 
and cane sugar, consisting of the word “Melo.” 

Applicant urges that its goods are not of the same descriptive 
properties as raisin sirup and cane sugar. I believe that they are 
of the same descriptive properties, and so hold. The marks are so 
nearly alike as to be likely to cause confusion. The Examiner, in 
his statement, has referred to a number of manuscript decisions 
supporting this conclusion, and these seem sufficient here. 

In opposition proceedings the rule is well established that 
doubt as to likelihood of interference should be waived against the 
later entrant into the field. Applicant urges that the same rule 
should not be applied with respect to an ex parte rejection. I am 
unable to reach this conclusion. The Office must represent the 
whole public, including the prior registrant whose mark is relied 
upon as grounds for refusing registration. 

The Examiner of Trade-Marks is affirmed and registration is 
refused. 
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